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RECEIVED

Before the
FEDERAL COMMUNICATIONS COMMISSION y
Washington, D.C. 20554 UEC 4,992

In the Matter of

Amendment of Part 69 Allocation
of General Support Facility Costs

FCC - manL ROOM

CC Docket No. 92-222

COMMENTS OF ROCHESTER DEC - 4 1992
TELEPHONE CORPORATION
EEDERAL COMMUNICATIONS COMMISSION
Introduction and Summary OFFICE OF THE SECRETARY

Rochester Telephone Corporation ("Rochester"), on its

behalf and that of its exchange carrier subsidiaries,l/ submits

these comments in response to the Commission's Notice of

AuSable Valley Telephone Company, Inc., Breezewood
Telephone Company, C, C & S Telco, Inc., Canton Telephone
Company, Citizens Telephone Company, Inc., DePue
Telephone Company, Enterprise Telephone Company,
Fairmount Telephone Company, Inc., Highland Telephone
Company, Inland Telephone Company, Lakeshore Telephone
Company, Lakeside Telephone Company, Lakewood Telephone
Company, Lamar County Telephone Company, Inc., Midland
Telephone Company, Mid-South Telephone Company, Inc.,
Midway Telephone Company, Minot Telephone Company,
Mondovi Telephone Company, Monroeville Telephone Company,
Inc., Mt. Pulaski Telephone & Electric Company, Ontonagon
County Telephone Company, Orion Telephone Exchange
Association, Oswayo River Telephone Company, Prairie
Telephone Company, S & A Telephone Company, Inc., The
Schuyler Telephone Company, Seneca-Gorham Telephone
Corporation, Southland Telephone Company, St. Croix
Telephone Company, The Statesboro Telephone Company,
Sylvan Lake Telephone Company, Inc., The Thorntown
Telephone Company, Inc., Urban Telephone Corporation,
Viroqua Telephone Company, Vista Telephone Company of
Iowa and Vista Telephone Company of Minnesota.



Proposed Rulemaking in this proceeding.g/

Rochester generally agrees with the Commission's proposal
to eliminate the Category 1.3 Cable and Wire Facilities
exclusion from the factors utilized to allocate General Support
Facility ("GSF") costs.3/ Because Category 1.3 relates to
investment in common line facilities, section 69.307 of the
Commission's rules?®/ overallocates GSF costs to the special
access and traffic sensitive switched access baskets and
underallocates those costs to the common line basket. As the
Commission properly recognizes, such support flows are not
sustainable in the face of increasing competition for special
access services.2/ Thus, the proposed amendment of section
69.307 is a step in the right direction.

The proposed change to the apportionment factors,

however, is itself an insufficient response to this

increasingly competitive environment. In addition to amending

2/ Expa Interconn i with 1 lephon mpan
Facilities: Amendment of Part 69 Allocation of General
Support Facility Costs, CC Dkt. Nos. 91-141 and 92-222,

Report and Order and Notice of Proposed Rulemaking, FCC
92-440 (released October 19, 1992).

The Report and Order portions of the Commission's

decision are cited herein as "Report and Order." The
Notice of Proposed Rulemaking portions of the decision
are cited herein as "NPRM." The NPRM is contained at
%M 267-69.

3/ 1d., ¥ 267.

4/ 47 C.F.R. § 69.307.

3/ NPRM, Y 269.



section 69.307, the Commission must permit price cap exchange

carriers to adjust their price cap indices and rates to reflect

the new cost allocations among the price cap baskets. Only in

this manner will price cap carriers be able to align their

rates more closely with the economic costs of providing

service. Merely reassigning costs among the price cap baskets

without permitting price cap carriers to adjust their indices

and rates accordingly will serve little useful purpose.

In addition, the Commission must recognize that it cannot

view its rules governing the provision of special access

services in isolation. The Commission is proposing that

switched access collocation be in place in less than one

year.ﬁ/ Although the Commission concluded in the NPRM that the

GSF cost misallocation is the only identifiable support flow

contained within the special access basket,z/ it recognizes

that additional -- and probably more significant -~ support

flows are embedded in traffic sensitive switched access

5/ See E n Interconn ion with al Tel
Facilities; Amendment of Part 36 of the Commission's
Rules and Establishment of a Joint Board, CC Dkt. Nos.
91-141 (Phases I & II) and 80-286, Second Notice of
Proposed Rulemaking, FCC 92-441 (released Oct. 16, 1992)
("Second Notice").

1/

NPRM, ¥ 267.



rates.8/ Rochester urges the Commission to enlarge its
directive to the Joint Board to permit it to undertake a
comprehensive review of the existing separations procedures and
urges the Commission itself to begin a thorough study of the
existing cost allocation and access structure rules.2/

Finally, the Commission requests comment on how it should
structure a contribution charge in the event that it declines
to adopt the amendment to Part 69 proposed herein. Such action
would constitute a decidedly second-best alternative.
Nonetheless, if the Commission decides to retain the existing
apportionment factors, it should be faithful to its conclusion
that all users of the network contribute to any public policy
support flows embedded in current rate structures and
levels .19/ Therefore, if the Commission continues this support
flow, it should permit exchange carriers to establish rate
elements such that all users of exchange carrier special access

services contribute to these public policy objectives.

Transport Rate Structure and Pricing, CC Dkt. No. 91-213,
Report and Order and Further Notice of Proposed
Rulemaking, FCC 92-441, 94 133-35 (released Oct. 16,
1992) ("Transport Further Notice").

9/ In the Second Notice, the Commission directed the Joint

Board to consider only those separations changes that may
be necessary as a result of the availability of expanded
interconnection. The Commission expressly declined to
permit the Joint Board to consider broader separations
issues. See Second Notice, Y 54. The Commission also
declined to institute a comprehensive review of its cost
allocation and access structure rules. See Transport
Further Notice, ¢ 135.

10/ Report and Order, 9§ 143.



Argumen

I. THE COMMISSION SHOULD ADOPT ITS
PROPOSED REALLOCATION OF GSF
COSTS.

The Commission correctly concludes that the current
method of allocating GSF costs substantially underallocates
those costs to the common line basket.ll/ when the Commission
adopted the Category 1.3 exclusion, it did so to ensure that
its then-new Part 36 separations rules did not result in
significant revenue requirement shifts among access
categories.lz/ The Category 1.3 exclusion prevented a revenue
requirement shift to the common line category.

Whatever the merits of that objective in 1987,
circumstances have changed. Support flows embedded in exchange
carrier rate levels and structures are not sustainable in an
era of increased local exchange competition. Artificially

raising rates for those services provided by exchange carriers

11/ NprM, ¢ 267.

Moreover, as the Commission correctly notes (id., Y 267
n.625), the section 69.307 allocators have collateral
effects on the allocation of other investment and
expense. For example, section 69.401 of the Commission's
rules, 47 C.F.R. § 69.401, apportions plant specific
operations expense in account 6120 on the basis of the
apportionment of GSF investment.

=L Amendment of Part 69 of the Commission's Rules and
Regulations, Access Charges, To Conform It with Part 36,

Jurisdictional Separations, CC Dkt. No. 87-113, Report
and Order, 2 FCC Rcd. 6447 (1987).




that are most vulnerable to competition will invite customers
to seek substitutes and will induce uneconomic entry by other
providers.ll/

Moreover, by changing the apportionment factors to
include Category 1.3 investment, the Commission will align
costs more closely with the services that cause those costs be
incurred. Exchange carriers require general support
facilities, such as land and buildings, to provide all of their
services. Including common line investment among the GSF
apportionment factors will result in at least some GSF costs
being assigned to the common line basket, thereby resulting in
a more economically appropriate assignment of GSF costs.

However, this change in the apportionment factors itself
is not a complete solution. The existence of caps on the end
user common line rate elements results in exchange carriers
recovering a portion of their non-traffic sensitive costs
through traffic sensitive carrier common line charges. These
costs are not traffic sensitive and, therefore, should be
recovered solely through usage insensitive rate elements.
Although the proposed GSF reallocation is economically

appropriate, it is still only an interim measure. The

137 The Rochester area, for example, is only the
thirty-fourth largest standard Metropolitan Statistical
Area in the nation. Rochester, however, has two
competitive access providers in operation. Thus, this
phenomenon is not limited solely to the Nation's largest
metropolitan areas.



Commission must continue to move the recovery of non-traffic
sensitive costs to the end user common line rate elements.
However, the Commission's proposal constitutes a step in the
right direction and should be adopted.
IT. THE COMMISSION SHOULD PERMIT
PRICE CAP EXCHANGE CARRIERS TO
ADJUST THEIR INDICES AND RATES

TO REFLECT THE PROPOSED COST
REALLOCATION.

The Commission recognizes that the current GSF cost
misallocation is not tenable in light of the competitive
environment in which exchange carriers must offer their access
services.14/ a necessary conclusion from this proposition is
that exchange carriers must have the flexibility to adjust
their prices to reflect more accurately the economic costs of
providing their services.

However, price cap carriers established their initial
rates under price caps essentially based upon the current Part
69 cost allocation rules. To the extent that these rules
contain significant cost misallocations, price cap carriers'
current rates reflect those misallocations. Moreover, the
banding limitations -- particularly the subindex requirements
for DS-1 and DS-3 services -- will preclude exchange carriers

from reflecting fully the proposed reallocation of GSF costs.

14/ xprM, 9§ 269.



Thus, if the Commission intends to modify its Part 69
cost allocation rules to moderate the uneconomic pricing of
exchange carrier services, it must permit price cap exchange
carriers to adjust their price cap indices and rates in all of
the affected baskets to reflect the proposed GSF cost
reallocation. Only by permitting exchange carriers to adjust
their rates to reflect this new assignment of GSF costs will
exchange carriers be able to ameliorate existing price
imbalances caused by the current GSF apportionment factors.
Unless the Commission permits such rate realignments to occur,
it cannot meet its stated objective -- more economically
rational pricing of exchange carrier services -- in proposing
the reapportionment of GSF costs in the first instance.

ITI. THE COMMISSION SHOULD UNDERTAKE A
COMPREHENSIVE REVIEW OF EXISTING

SEPARATIONS, COST ALLOCATION AND
ACCESS STRUCTURE RULES.

The proposed reallocation of GSF costs to the common line
basket is only a start. With the acceleration of the
Commission's initiatives to unbundle the network further and to
foster increased competition, the Commission must undertake a
comprehensive review of the existing separations, cost
assignment and access structure rules.

The Commission is proposing that exchange carriers file

switched access collocation tariffs to become effective



November 1, 1993.13/ The Commission has also indicated that it
is prepared to provide exchange carriers with some limited
pricing flexibilitylﬁ/ and to take limited steps to correct
existing cost misallocations.1Z/ However, the Commission
expressly declined to initiate a comprehensive review of its
cost allocation and access structure rules at this time.18/
The existing access charge structure remains essentially
intact. Yet, the distinctions between the baskets --
particularly traffic sensitive switched and special access —--
have blurred. Special and switched access transport facilities
are easily substitutable. This fact renders the structure of
the existing price cap baskets largely unsustainable. As such,
the Commission should consider its proposed reallocation of GSF
costs to the common line basket as an interim measure only,
subject to the outcome of a comprehensive proceeding
considering these broader issues.

Similarly, the current separations rules remain largely
unchanged. Although the Commission has referred certain issues

to the Joint Board, the scope of the referral is narrow. The

Second Notice, 94 37.

16/ See Report and Order, %Y 174-217; Transport Further
Notice, Y4 70-77.

17/ NPRM, 99 267-69.

187 See Transport Further Notice, ¢ 135.



Commission stated that:

[it did] not intend the Joint Board to
consider broader separations issues in the
context of this referral. Such matters
should be the subject of a comgrehensive
separations review proceeding.—g/

The Commission should provide the Joint Board with that
mandate now. At the same time, the Commission itself should
begin a thorough study of the Part 69 access structure and cost
assignment rules.

IVv. THE COMMISSION SHOULD REQUIRE
ALL SPECIAL ACCESS PROVIDERS TO

CONTRIBUTE TO THE RECOVERY OF
ANY CONTRIBUTION CHARGE.

The Commission has requested comment on how it should
structure a contribution element in the event that it decides
not to adopt its proposed reallocation of GSF costs.29/ such a
step would constitute a decidedly second-best alternative. The
Commission should endeavor to assign costs in an economically
rational manner. Thus, to the extent that the Commission
identifies specific cost misallocations, it should correct them.

However, if the Commission wishes to adopt the
contribution approach, it must ensure that all special access
providers contribute to the recovery of this support flow. The
Commission cannot continue to require exchange carriers to
compete on the basis of costs that are not economically related

to the services in question and that their competitors do not

197 Second Notice, q 55.

207 NPRM, 9 269.
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face. Such an approach would artificially distort competition
by providing a price umbrella under which less efficient
competitors could safely price their services. Indeed, the
Commission has concluded that:

all market participants should contribute

to regulatorily mandated support flows

reflected in the LECs' rates for services

subject to competition.z—

If the Commission adopts a contribution charge, it should
structure that rate element to ensure that all users of
exchange carrier special access services bear a portion of that
support flow. To accomplish this result, the Commission should
apply any contribution charge to the first channel termination
or cross-connect facility for each leg of a special access
circuit. 1In this manner, competitive access providers and
others that interconnect with exchange carrier special access
facilities will contribute toward the recovery of this support
flow. Moreover, by applying a contribution charge only to the
first channel termination or cross-connect facility, the
Commission will ensure that exchange carriers and other

competitors contribute to this support flow on an equal basis.

21/ Report and Order, 9 143.
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Conclusion
For the foregoing reasons, the Commission should adopt
its proposed reallocation of GSF costs. In the alternative,
the Commission should adopt a contribution element along the
lines suggested in these comments. Finally, the Commission, in
conjunction with the Joint Board, should commence a
comprehensive review of the existing separations, cost

allocation and access structure rules.

Respectfully submitted,

o - N N ; -
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JOSEPHINE S. TRUBEK /
General Counsel

ROCHESTER TELEPHONE CORPORATION
180 South Clinton Avenue
Rochester, New York 14646

(716) 777-6713

Michael J. Shortley, III
of Counsel

December 3, 1992

(3108P)
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